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[4210-01  ] 

DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and  Development 
I  Etocket  No.  R-77-471  ] 

[  24  CFR  Part  570  ] 

SUBPART  G.  URBAN  DEVELOPMENT 
ACTION  GRANTS 

AGENCY:  Department  of  Housing  and 
Urban  Development. 

ACTION :  Proposed  rulemaking. 

SUMMARY:  HUD  is  soliciting  comment 
on  proposed  rulemaking  governing  the 
Community  Development  block  grant 
program  imder  Title  I  of  the  Housing 
and  Community  Development  Act  of 
1974,  as  amended.  Subpart  G,  which  cov¬ 
ers  the  Urban  Development  Action 
Grant  program.  Is  proposed  for  modifi¬ 
cation  to  establish  minimum  standards 
for  determining  physical  and  economic 
distress  in  cities  of  imder  50,000  popula¬ 
tion  that  are  not  central  cities  of  stand¬ 
ard  metropilitan  statistical  areas,  here¬ 
inafter  called  small  cities;  and  to  iden¬ 
tify  measures  to  be  used  in  determining 
the  primary  criterion  for  selection  proj¬ 
ects  for  funding. 

DATES:  Comments  must  be  received  on 
or  before  January  30, 1978. 

ADDRESS:  Comments  should  be  ad¬ 
dressed  to  Office  of  the  Rules  Docket 
Clerk,  OflBce  of  the  Secretary,  Room  5218, 
451  Seventh  Street,  SW.,  Washington, 
D.C.  20410. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

David  I.  Dresser,  Urban  Development 
Action  Grant  Task  Force,  Office  of 
Community  Planning  and  Develop¬ 
ment,  Department  of  Housing  and  Ur¬ 
ban  Development,  Washington,  D.C. 
20410, 202-756-6032. 

SUPPLEMENTARY  INFORMATION: 

Minimum  Standards  for  Deterbdning 
Physical  and  Economic  Distress 

At  the  time  of  the  initial  proposed 
rulemaking  for  the  Urban  Development 
Action  Grant  program  HUD  did  not  pro¬ 
pose  minimum  standards  of  distress  ap¬ 
plicable  to  small  cities.  HUD  has  com¬ 
pleted  its  investigation  of  data  available 
as  measures  of  comparative  urban  dis¬ 
tress  among  small  cities.  In  establishing 
the  action  grant  distress  standards,  a 
major  component  of  determining  eligibil¬ 
ity  for  further  consideration  as  a  UDAQ 
recipient,  a  number  of  objectives  were 
considered.  The  individual  standards 
need  to  reflect  legislative  intent  to  the 
fullest  extent  possible;  the  individual 
standards  should  meet  both  common 
sense  and  technical  standards  of  urban 
distress;  individual  standards  must  be 
based  on  data  that  are,  within  reason, 
comparable  for  each  city;  each  standard 
shoiild  contribute  significantly  to  the 
overall  judgement  of  distress,  the  total 
number  of  standards  should  be  manage¬ 


able;  cities  meeting  these  standards 
should  have  a  distinct  degree  of  urban 
distress  throughout  the  community;  and. 
subject  to  the  previous  conditions,  the 
final  results  should  not  serve  to  exclude 
substantially  all  the  cities  of  a  given 
region. 

Distress  Standards  for  Small  Cities 

The  minimum  standards  of  distress 
for  small  cities  must  recognize,  in  addi- 
to  the  general  conditions  stated  above, 
limitations  of  data  for  small  cities.  Be¬ 
cause  of  the  lower  reliability  of  some  of 
the  data  in  cities  as  population  levels 
decrease,  a  diminishing  number  of 
standards  of  distress  will  be  measured 
within  three  population  ranges:  49,999 
to  25,000  (five  standards) ;  24,999  to  10,- 
000  (four  standards) ;  and  9,999  to  2,500 
(three  standards).  HUD  believes  that 
small  cities  should  meet  levels  of  distress 
(medians)  at  least  as  significant  as  those 
in  metropolitan  cities.  Accordingly,  the 
minimum  standards  of  physical  and  eco¬ 
nomic  distress  which  small  cities  between 
50,000  and  10,000  population  must  meet 
in  order  to  be  eligible  for  further  con¬ 
sideration  are  based  on  the  data  for  all 
metropolitan  cities.  Because  there  are 
no  metropolitan  cities  under  10,000  popu¬ 
lation  small  cities  below  10,000  popula¬ 
tion  are  required  to  meet  the  level  of 
distress  equivalent  to  that  existing  only 
in  metropolitan  cities  between  50,000 
and  10,000  population.  These  standards 
appear  to  be  a  more  accurate  measure  of 
severe  distress  for  cities  of  this  smaller 
population  group.  The  median  figures  in 
Section  570.452(b)  (2)  may  change 
slightly  when  these  regulations  are  pub¬ 
lished  for  effect  because  of  the  need  to 
cross  check  systematically  HUD  data  for 
metropolitan  cities  with  the  data  sources 
specified. 

Cities  Under  2,500  Population 

Only  a  small  percentage  of  cities  less 
than  2,500  population  meet  the  Bureau 
of  Census  definition  of  “urbanized”.  The 
majority  of  such  cities  have  decidedly 
less  capacity  and  experience  in  under¬ 
taking  the  type  of  projects  that  are  con¬ 
templated  In  the  Urban  Development 
Action  Grant  program.  This  lack  of 
capacity  would  hamper  severely  the  abil¬ 
ity  of  such  cities  to  compete  successfully 
for  funding  through  this  program.  For 
these  reasons,  cities  of  less  than  2,500 
population  will  not  normally  be  eligible 
for  grant  assistance  under  this  section. 
It  is  more  appropriate  that  such  com¬ 
munities  look  to  the  Small  Cities  pro¬ 
gram.  described  in  Subpart  F  in  HUD’s 
Notice  of  Proposed  Rules  (mi  Friday, 
November  18,  1977  (Federal  Register, 
Vol.  42,  223,  Part  TV)  for  grant  assist¬ 
ance. 

Exceptions  may  be  made  if  the  Secre¬ 
tary  determines  (1)  that  a  city  has 
demonstrated  its  capacity  to  (xinduct  a 
comprehensive  program  of  community 
development;  (2)  and  that  the  severe 
distress  of  the  community  can  be  re¬ 
solved  only  through  grant  assistance 
available  under  this  section;  (3)  that  the 
city  meets  the  minimum  distress  stand¬ 


ards  applied  to  cities  between  2,500  and 
10,000  population;  (4)  the  city  can  meet 
the  requirements  of  570.452(c)  concern¬ 
ing  provision  of  housing;  (5)  and  the  re¬ 
quirements  of  570.452(d)  concerning 
equal  opportunity. 

HUD  Action  on  Applications 

Applications  from  small  cities  will  be 
received  during  the  second  month  of 
each  quarter  (February,  May,  August, 
November) .  Applications  postmarked  af¬ 
ter  the  last  day  of  the  second  month  of 
each  quarter  will  not  be  considered  until 
the  following  quarter.  HUD  will  make 
funding  decisions  on  applications  re¬ 
ceived  during  the  second  month  of  each 
quarter  by  the  final  day  of  the  first  month 
of  the  following  quarter  (April,  July,  Oc¬ 
tober,  January) . 

Other  Program  Considerations 

All  remaining  regulations  and  require¬ 
ments  as  published  for  effect  in  Subpart 
G,  Urban  Development  Action  Grants, 
shall  apply  to  small  cities  as  well  as 
metropolitan  cities  and  urban  counties. 

An  Inflation  Impact  Statement,  and  a 
Finding  of  Inapplicability  with  respect 
to  Environmental  Impact,  which  was 
prepared  in  accordance  with  HUD  Hand¬ 
book  1390.1  were  previously  prepared  for 
Subpart  G.  Copies  of  the  Statement  and 
Finding  are  available  for  inspection  and 
copying  inthe  Office  of  the  Rules  Docket 
Clerk  at  the  above  address. 

Accordingly,  it  is  proposed  to  add  a 
new  subsection  570.452(b)  and  a  new 
subsection  570.457(a)(2)  to  Subpart  G 
as  follows: 

§  570.452  Eligible  applieunlii. 

•  •  •  •  • 

(b)  *  *  • 

(2)  •  *  • 

(i)  Cities  of  less  than  2,500  population 
in  1975  are  eligible  for  grant  assistance 
imder  this  section,  only  if  the  Secretary 
determines  (1)  that  a  city  has  demon¬ 
strated  its  capacity  to  successfully  con¬ 
duct  a  comprehensive  program  of  com¬ 
munity  development;  (2)  that  the  severe 
distress  of  the  community  can  be  re¬ 
solved  only  through  grant  assistance  un¬ 
der  this  section;  and  (3)  that  the  city 
meets  the  minimum  distress  standards 
under  subparagraph  (ii) , 

(ii)  Cities  of  more  than  2,500  and  less 
than  10,000  population  in  1975  must  meet 
all  of  the  following  minimum  standards 
of  physical  and  economic  distress,  based 
on  data  for  the  community  as  a  whole. 

(A)  Age  of  Housing.  At  least  38.5  per¬ 
cent  of  the  applicant’s  year-round  hous¬ 
ing  units  were  constructed  prior  to  1940, 
based  on  1970  Census  data; 

(B)  Per  capita  income.  The  net  in- 
in  p>er  capita  income  for  the  period  1969- 

1974  was  $1,361  or  less,  based  on  data 
compiled  by  the  Bureau  of  the  Census. 

(C)  Poverty.  At  least  13.2  percent  of 
the  persons  within  the  applicant’s  juris¬ 
diction  is  at  or  below  the  poverty  level, 
based  on  1970  Census  poverty  data,  and 

1975  population  estimates  by  the  Bureau 
of  the  Census. 

(iii)  Cities  of  more  than  10,000  and  less 
than  25,000  population  in  1975  must  meet 
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three  of  the  four  following  minimum 
standards  of  distress,  based  on  data  for 
the  community  as  a  whole. 

(A)  Age  of  housing.  At  least  34.9  per¬ 
cent  of  the  applicant’s  year-round  hous¬ 
ing  units  were  constructed  prior  to  1940, 
based  on  1970  Census  data. 

(B)  Per  capita  income.  The  net  in¬ 
crease  in  i>er  capita  income  for  the  pe¬ 
riod  1969-1974  was  $1,435  or  less,  based 
on  data  compiled  by  the  Bureau  of  the 
Census. 

(C)  Poverty.  At  least  11.1  percent  of 
the  persons  within  the  applicant’s  jur¬ 
isdiction  is  at  or  below  the  poverty  level, 
based  on  1970  Census  poverty  data,  and 
1975  population  estimates  by  the  Bmeau 
of  the  Census. 

(D)  Population  lag/decline.  For  the 
period  1970-1975  the  percentage  rate  of 
population  decline  was  —.5  or  more 
based  on  applicable  U.S.  Census  data. 

(iv)  Cities  of  more  than  25,000  and 
less  than  50,000  population  in  1975  must 
meet  three  of  the  five  following  mini- 
mu. n  standards  of  distress  based  on  data 
for  the  commimity  as  a  whole,  imless  the 
applicant’s  percentage  of  poverty  is  less 
than  one  half  of  the  median  for  all 
metropolitan  cities,  in  which  case  the 
applicant  must  meet  foiu:  of  the  five 
factors. 

(A)  Age  of  housing.  At  least  34.9  per¬ 
cent  of  the  appUcant’s  year-roimd  hous¬ 
ing  units  were  constructed  prior  to  1940, 
based  on  1970  Census  data. 


(B)  Per  capita  income.  The  net  in¬ 
crease  in  per  capita  income  for  the  pe¬ 
riod  1969-1974  was  $1,435  or  less,  based 
on  data  compiled  by  the  Bureau  of  the 
Census. 

(C)  Poverty.  At  least  11.1  percent  of 
the  persons  within  the  applicant’s  jur¬ 
isdiction  is  at  or  below  the  poverty  level, 
based  on  1970  Census  poverty  data,  and 
1975  population  estimates  by  the  Bureau 
of  the  Census. 

(D)  Population  lag/decline.  For  the 
period  1970-1975  the  percentage  rate  of ' 
population  decline  was  —.5  or  more, 
based  on  U.S.  Census  data. 

(E)  Job  lag/decline.  The  rate  of 
growth  in  retail  and  manufacturing  em¬ 
ployment  for  the  base  period  1967-1972 
was  7.1  percent  or  less,  based  on  U.S. 
Census  data.  If  one  of  the  two  data 
sources  is  not  available  for  the  applicant, 
the  threshold  will  be  the  median  of  the 
available  data  source  for  those  cities 
with  both  data  sources  available.  If 
neither  data  sources  is  available,  this 
standard  will  not  be  considered,  and  ap¬ 
plicants  must  meet  three  of  the  remain¬ 
ing  four  standards  of  distress. 

Issued  at  Washington,  D.C.,  December 
28,  1977. 

Robert  C.  Embry,  Jr., 
Assistant  Secretary  for  Com¬ 
munity  Planning  and  Devel¬ 
opment. 
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